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SEC HON I. 8ULEIARY OF FAR BAST IREN DR AND DEVELOPMENTS 

The USSR is using the FEC as a propaganda vehicle in an attenpt to 
discredit US policies in Japan (page 3). 

A A- year rehabilitation plan for Asia, proposed by a special working 
oommittee of the UN Economic Conmission for Asia and the Far East, has been 
criticised by both the Soviet and Indian delegations to the ECAFE Conforenoe 
which is now meeting in Australia (nape 3), 


The expected UN approval of the Republic of Korea (Routh) as the only 
lawful government in Korea will relieve tension in that area (page 6). The 
ambitious plan for a national defense organisation adopted by the Republic 
of Korea must depend on foreign military and economic aid for its implementa- 
tion (page 6). 

Chinese Communist leadership outlines its plans for Asia (Special 
Article - See III, page 11). 

Communist forces in the bottle for Central China this week have been 
suooessful In isolating two of the three remaining Government con tern of 
resistance (page 7 )* Meanwhile, the Government is making plans to move its 
principal offices to Canton and Chungking although CIDANG himself appears 
determined to remain in Nanking to the bitter end (page 7 ). The Chinese 
Communists have reportedly published a list of a hundred "war criminals” 
which significantly omits numerous high Government w liberal" officials 
(page 0 ). / 


Notei In succeeding sections of this Weekly, the following marginal 
notations are usedt 

(1) "A", ”B rt , or *C" — importance In b/TE’s opinion, of the 
item, with "A" representing the most important ones. 
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8tt!MARY (continued) 

In Indochina the Trench, because of an unfavorable nilitary situation 
are considering a withdrawal from Tonkin (pan* 10), 

In Indonesia the breakdown of Dutch-Itepublican conversations nay lead 
to serious eoonamlc and political difficulties in the Pepublio (par? 10). 
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sec non n. DEVELora? 2 :rs ir specified apeas 


CBMBRAL 


to viet or 


as pror 


Ihe US ie being embarrassed by the USSR’s increasing public announcements 
of Par Eastern Commission (FEC) hitherto confidential debates. For example, 
the Soviet revelations have led aorae of the other members to hope that the 
US will be forced to make public lta policy on the future of the Japanese 
economy. Bio patent trerd of US policy in Japan is away from the oririnal 
idea of extensive decentralisation of Japan’s industries adhering to the 
view that inoreased Japanese control over Iheir economy will abet its 
revival* However, the US has never oublicly disavowed the concept of 
"decentralisation" so that these member nations have been uncertain as to 
what tack to take toward the US policy on the future of ihe Japanese 
economy. 

Bie increasing pressure on the US to reveal its policy as to the 
Japanese economy fits in with USSR over-all tactics in using the FEC as a 
propaganda vehicle. By revealing apparent inconsistencies in the US 
policies in Japan and by intensifying fears of other nations that suoh 
policies will revive a strong Japan, the USSR is attempting to drive a 
wedge between the US and other members. 

Soviet and Indian delegations opnose ECAFE’s rehabilitation plan "1 


Both the Soviet and I dian delegations to the UN Economic Commission 
for Asia and the Far hast, now mooting in Australia, havo criticised a 
313.6 billion 5-year industrial development plan which was presented by 
a working oommittce to the Commission on 1 December. A member of the 
largo Soviet delegation, whioh is taking an active part in the sessions, 
stated that the plan placed develonnent of Asiatic countries on an 
agricultural basis and was, therefore, unacceptable to the USSR. The 
Soviet delegate further stated that expansion of national industries with 
tariff protection was the only sound basis for achieving independence and 
higher living standards. The Indian delegate, M.C.C. Desai, openly 
advocated a Marshall Plan and added that the US should take more into rent 
in Asia than in Europe. Desai also stated that Japanese industry should 
be expanded to provide Asia with the oaoital goods it needed. 

Despite the Soviet and Indian criticism, many delegates emphasized the 
need for concentration on short-term practical projects and for avoiding 
ambitious industrial development schemes. ' 'yron Cowan, US Ambassador 
to Australia and Chief US Delegate, indicated hie agreement with the emphasis 
whioh the rehabilitation plan plaoed on the need for balanoing industrial 
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development with modernisation or agriculture and the increase of raw 
materials. Ur. Cowen added that the US desires the Far F*aet itself to 
find a way to feed its growing nooul.ttion so thot foreign exchange assets 
will be available for pronotinp a higher standard of living. Die Chief 
UB Delegate haa been instructed that any US aid to the Car Hast countries 
would bs extonded on an individual basis and that no Far Baa tern Hare hall 
Flan ie oontemnlated. 
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EOREA 

^ approval of South Korean regime will relieve tension * UN approval of ’’A" 
the Government of the Republic of Korea as the" only lawful government in 
Korea, which is almost oertain during the present OA session, will give 
the Pheo government oertain prestige and should produce greater self- 
oonfidenoe in officials of that government. While tho positive effects 
of UN approval should not be overrated, the lack of such action would 
increase tension and feelings of instability in South Korea already present 
as a result of subversive Communist activity and fears of invasion from 
the North. 

Korean armed foroes organisation outlined . The Korean National Assembly "B" 
has enacted an ambitious law ^or the basio organisation of the armed 
foroes. The poaoe-time Army is authorised 100,000 men, double the number 
of tho existing Constabulary, and the 10,000 man regular Navy authorised 
would be triple the strength of the present Coast Ouard. In addition, 

Amy and Uavy militia units of undetermined strength are authorised to 
supplement the regular forces. The existing para-military rightist youth 
organisations would provide the majority of recruits for new regular and 
militia units. 

Oie law, wMoh in many respects, closely follows defense organisations 
in the US, gives exceptional powers to the President over details of 
organisation and appointment of key of fleers. Although the military 
organization as provided for in the law is sound, the economic weakness of 
the Republic precludes implementation exeept with foreign military and 
economic aid. 
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eggs 

Co—unlsta oocupyBsuchou, oontinue to isolate 8werw> at forces. 
Following tbe ‘’strategic wd tkdrawal fc of* Nationalist foroes frST Ssuohou. 
Cow uni it forces have succeeded In surrounding two of the three remain- 
ing nationalist poekots of resistance. After sxs outing a feint in 
the Hu ai Hirer sector Communist units rapidly shifting northwest from 
the Ku ohe n-Suhs i «n- Li ngpi triangle hare tightly surrounded Govern- 
ment forces in the Tuneheng area who were attenpting to drive couth 
from Heuohou under the oomoand of Oen. IQ Turning. (TU Yu-ming 
took oooBBsnd in Hanchuria shortly before the Hat! email at debacle 
there and is well known for his military incompetence). Southwest 
of Suhsien one of the dirisions of the enoiroled 12th Army Group has 
already defected to the Communists and the Communist radio has issued 
a "last warning" to the remainder to follow suit. The Nationalist High 
C omm and is of the opinion that the 12th Army Group can only hold out 
a few days more. When the above pockets of Government resistance 
have been eliminated the Communists will then be in a position to 
launch their entire foroe against the ill-defended Pangfou-Buai Hirer 
line. OS military field observers report recent events indioate the 
Nationalists are preparing for a hasty retreat from the Pangfou area 
to Pukou, on the north bank of the Yangtze Hirer across from Nanking. 
Recent reports indioate confusion is the keynote of the Nationalist 
High Command and that there is considerable difference of opinion 
among the planners as to where the last ditoh stand should be made; 
north of the Yangtze or along the river line. 

In North China same 50.000 Communists launched a drive in the 
Xelgan sector, possibly as a prelude to an all-out effort against 
Oen. TO Tso-yi. If these Communists succeed in taking end eeeuring 
the Kalgan area, they will have out FU f s purported retreat route into 
Suiyuan and way force a portion of the North China Nationalists to 
remain in the area between Peiping and the sea. there to face the 
main weight of the Communist effort in North China. Meantime, the 
Nationalists launched an offensive* minor in scope, from Tsingtao with 
the goal of securing the area adjacent to the city. However, if 
unconfirmed reports that the Communists are moving elements of their 
Manohurian forces to the Central China Theater by water via the Gulf 
of Chihli and thence by land via Shantung are true, these Nationalist 
units will in all likelihood quickly pull in their horns so as to 
attract as little attention as possible. 

National Government plans to withdraw from Nanking are being 
formulated even though CJuAHG Kai-shek himself appears determined to 
remain until the last moment. Present plana provide for the principal 
offices of the Government to move to Canton and Chungking. Individual 
m ov eme n t of families of officials is currently underway. The withdrawal 


lirnnrr 
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plans are for the most port unorganised and will probably result in 
a hurried and disorderly abandonment of Hanking by the Government. 

This factor » plus the likelihood that when and if CHIAHG flees# the 
rtmnant national Government will consist of only a few loyal followers 
nearly totally devoid of prestige# makes it doubtful that the whole 
Diplomatic Corps will follow immediately. It is store likely that the 
chiefs of *ieaions with their nain diplomatic establishments will follow 
the indicated intention of the British Commonwealth Missions to remain 
in Hanking while sending representatives with ClilAHG's Government. 

Barring possible assassination# as long ae CHIANG remains in liewiring 
thera is little likelihood that a compromise will be negotiated with 
the Communists or that any effective attempt will be aside from within 
his following to replace him. However# when Government top officials 
finally are forced to flee from Hanking# the remaining Government 
personnel will probably aoquietoe in the establishment of Communist 
authority. At the same time# if the heads of the diplomatic missions 
fall to move with CHIANG, diplomatic relations with CHIANS' s Govern- 
ment will of necessity be greatly curtailed# while relations with non- 
Nat ionalist authorities in Hanking will probably be conducted on a 
<te facto 

Taiwan pro- Japanese group poses additional disturbing factor . 

Recent reports indicate the existence of suoh a group whi oh may inc lude 
eertaln Taiwanese who formerly held positions under the Japanese 
administration or who had economic ties with the Japanese empire. 

They may take advantage of popular disillusionment regarding Chinese 
rule and the potential oollapse of the National Government to attempt 
to bring about a now orientation toward Japan. Although the present 
strength of this group is not easily estimated# it appears that any 
suoh movement would have difficulty in overcoming native resentment 
of part Japanese polioies and popular aspirations toward eventual 
independence o 

A reported Chinese Communist list of a hundred W war criminals 1 * 
omits a number of prominent Nationalists who may playa significant 
role in a future Communist-dominated ooalition government. Among 
significant personages made conspicuous by omission aret Vice Pres- 
ident LI Tsung-jen# whose reform and peace programs have been vetoed 
by the Generalissimo# is important as CHIANG' s legal successor and 
might assist in bringing liberal anti-CHlANG elements into such a new 
government! PA I Chung-hsi# SUN Li -Jen and others who have significant 
military power; CHANG Chi k- chung and SHAO Li-tsu who have advocated 
compromise with the Communists through Soviet mediation* These prominent 
Nationalist figures of considerable ability and occupying important 
Government poets# have at various times been opposed to CHIANG Kai- 
shek's policies and could render important s ervioes in facilitating the 
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admit of a Communist-dominated "coalition" government. 

in apparent improvement in the food situation in nationalist cities "B" 
has resulted £r<m increased &CA shipments and increased urban-rural 
trade. The orrer-all economic situation, however, is still dominated 
by uncertainty and instability! eoonotaio conditions in various areas 
of nationalist China largely reflect current local military situations. 
Throughout Central and North China there has been a stampede on the 
part of wealthy Chinese to unload real estate, luxury goods and even 
rice hoards and to transfer personal wealth into easily portable gold 
and silver. The Government is reported to have removed stocks of 
gold, silver, and foreign exchange ftrora Central tank offices in Shanghai 
to safe havens in Canton and Hong Kong. In addition there have been 
reports that the Central Trust is transferring its assets to Taiwan. 

Current status of the China Aid Program . Stepped-up shipments of "C" 
food to Tientsin, Peiping, 'Taiagiao and* Shanghai are rapidly depleting 
BCA 1 s China commodity allocation, but sufficient stocks have now been 
aeeumul&ted to feed these oities through the winter. Much of the 
petroleum allocation for the future is now held in bond in Shanghai. 

Prospects for using the US 970 million Industrial allocation grow 
increasingly dim sinoe Taiwan and Canton aro now the only accessible 
industrial areas which the Nationalists may be able to exploit in the 
foreseeable future. 

The prospective fall of Shanghai and Hanking presents the ECA 
with the alternatives of o losing down in those oltieB or continuing 
operations under the Communists. Two immediate advantages to the US 
of continuing aid operations to oocupiod cities are: lj such obvious 
evidence of American altruism to Chinese who suspect the good intentions 
of the US in China probably would Impress the Chinese very favorably; 
and 2) if the US continues aid shipments until discontinuance is 
forosd by the Communists, the onus of shutting off aid is put on 
the tossnunists rather than cm the US. 

Assuming that the US desires to oontinue its support of the National 
Government, future economic aid will be limited by the inability of 
the greatly reduced and disorganized economy of the National Govern- 
ment to offectively absorb large grants of commodities and equipment. 
Moreover, it is doubtful that the US will be able to oontinue a large- 
scale European Recovery Program and, at the same time, meet commitments 
to supply raw materials, fuel, food and industrial equipment to China 
in exoess of the present program. 




Approved For Release 2000/09/12 : CIA-RDP79-01082A000100020031-4 


Approved For Release 2000/09/12 : CIA-RD^79-01082A0001 00020031 -4 


* 10 - 


INDOCHINA 


French considering withdrawal frcm Tonkin . Increasing evidence "B" 
indicates that the rrenoh military position in Tonkin la eoc t rmaely 
tenuous, despite the 7*11 November operation which resulted in a 
alight extension of French control northwest of Hanoi. Isolated posts 
are subject to constant attrition from disease and Vietnamese attacks, 
and, in addition, the French lack transport and reserves. -The situation 
is probably a direct result of Viet Tfdnh military strategy, which was 
a p par ently aimed at encouraging the French to overextend their lines of 
eoamnnlcation rather than conducting an organised campaign of resistance. 

As a result of this generally unfavorable military situation, there have 
been renewed and stronger reports that the French are again considering: 

(1) the abandonment of Tonkin, with the exception of its chief ports; and 

(2) a withdrawal to southern Indochina. 

nPOHKSTA 

Republic apprehensive of renewed Dutch "police action." The breakdown "A" 
of Dutch-Republican conversations will increase economic and political 
difficulties in the Republic of Indonesia. Republican leaders are reported 
as gloacy about the future, but resolute. They feel that the Dutch had no 
Intention of making any reasonable concessions, and are now apprehensive of 
re ne we d "police action." On the other hand, all political groups in the 
Republic have gone on record as opposing any agreement with the Dutch which 
would Impinge upon the Republic's sovereignty. Meanwhile, the Dutch A ray 
Information Service, supported by the pro-Dutch press in Batavia, has again 
Intensified its exaggerated, and often deliberately erroneous propaganda re- 
garding Republican truce violations i*ich may bs a buildup to Justify mili- 
tary action. There are, however, certain political aspects in favor of the 
Republic, because it remains a symbol for widespread nationalist aspirations, 
which may serve to counterbalance Dutch political and contemplated military 
maneuvers. It has been reported that some influential Indonesian members 
of the Dutoh-eponsored Bandoeng Conference have stated that they would not 
permit the interim government to be used ae a "oat' a paw" to order "police 
action." The Prime Minister of the Dutch-created states of Pasundun and 
East Indonesia told Republican Premier Hatta that they would not enter the 
provisional government unless the Netherlands promised not to use force against 
the Republic. Finally, the Republic is considering a program of establishing 
autonomous states which include areas now held by the Dutch. Should the 
Dutch resume "police action", which they are prepared to do, they will meet 
strong and determined opposition not only from Republican forces, but also 
from extensive pro-Republican elements in areas now ocoupied by the Dutch. 
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SBCHOn in. DIGEST OP IMPORTANT 8'1UTXLJS APD KJTIMfelBS 


chptbse cokhuhist leadership ouiukes ire plans for asia. w b" 


Future Chinese Comm nl at policy has probably been correctly outlined 
in. a recent article by LIU Rhao-oh'i, a hi**- ranking member of the Politburo 
of the Chineae Communist Party (CCP). IlU'e article, "On Internationalism 
and Nationalism", defines the present Communist strategy and future Comm uni st 
tactics, and emphasises the imperatives need for unifying the "anti-i^oe rial 1st" 
world under the leaderehip of the US8R. 

According to LIU* a orthodox Marxian exposition, "bourgeois nationalism* 6 
concept of the nation" proceeds "solely from its own narrow class interests 
...founded upon capitalist exploitation", which is compelled "to utilise 
every possible method to seek monopoly over (its own) country and the 
world." However, the "American imperialist plan for world enslavement 
aeoelerato8 the development of the general oriels of capitalism," and 
"brings nearer the death of imperialism." The "proletarian" (Communist) 
oonoept "advocates moving step by step toward world unity," through a 
"free federation (of) the various nationalities." To this end. Comuni a ts 
everywhere will "employ every method of unconditional aid to the national 
liberation movements of oolonie.l and serai— oolonial countries." 

Ihere is, LIU says, "on the one hand the Soviet Union,... the Mongolian 
People's Republic, ... southeast Europe, liberated North Korea, East Germany, 
and China's liberated areas," as well as "The people already liberated in 
Viet Tiara, Indonesia, Greece, etc.... On the other hand, 1,300,000,000 
(people) directly or indireotly under the rule of a single American 
imperialism." In this historical crisis, "people must stand either on 
the one side or on the other.... ! eu trail ty is impossible." 

However, at certain tines, LIU believes that "the proletariat should 
oooporate" with bourgeois elements which will help "to overthrow the rule 
of imperialism...." This polioy is not necessarily the best for "India, 

Burma, Siam, the Philippines, Indonesia, Viot ' T ara, southern Korea...," 
but, in general, "Communists should establish anti-imperialist cooperation, 
...oven though it be unreliable, temporary, and vacillating." In conclusion, 
true patriotism refleots the equality of other nationalities, . ..and advocates 
the warm unity of the people of all countries." 

Ihis policy statement appears genuinely to represent the views of idle 
Marxist-Leninist-Stalinist group presently ascendant in the CCP* that 
"capitalism" cannot resolve its "oontradiotions" and is doomed* that a 
Communist federation will frustrate the "imperialist" effort; that the CCP 
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should actively assist C am unis t movements throughout southeast Asia; 
that Conmunist movements In Asia should align themselves firnly with the 
nSRBi that Comunist movements In Asia, inoludin? the COP, should pursue 
a oolicy of tentative ooope ration with non-Co&romist elements) and, 
finally, in the Communist dialectic, that the only good nationalist is 
an internationalist, and the only good internationalist is one Who 
recognises and sill follow the leadership of the USSR. 



